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BILL AS INTRODUCED H.150
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H.150

Introduced by Representatives Keenan of St. Albéns City and Young of
Orwell

Referred to Committee on (5”(; JUNWAA CR

Date:

Subject: Crimes; insurance fraud

Statement of purpose: This bill establishes the offense of insurance fraud and

- prescribes penalties and establishes requirements for insurers to file anti-fraud

plans with the commissioner of banking, insurance, securities, and health care

administration and to include fraud statements on certain documents.

AN ACT RELATING TO INSURANCE FRAUD

Itis here/bar enacted by the General Assembly of the State of Vermont:
- Ja

§ 2031. INSURANCE FRAUD

(a) Definitions. As used in this section;

(1) “Actual malice” mea owledge that information is false or

reckless disregard of er it is false.

ceal” means to take affirmative action to prevent others from

vering information. Mere failure to disclose information does not

VT LEG 182631.v1

/] / e ‘f/ a ,/f
— /

e,



H. 150

Sec. 1. 13 V.S.A. § 2031 is added to read:

§ 2031. INSURANCE FRAUD

(a) Definitions. As used in this section:

(1)  “Conceal” means to take affirmative action intended to prevent others from

discovering information. Mere failure to disclose information does not constitute concealment.

(2) “Insurance policy” has the same meaning as in 8 V.S.A. § 4722(3).

(3) “Insurer” has the same meaning as in 8 V.S.A. § 4901(2).

(4) “Person’” means a natural person, company, corporation, unincorporated association,

partnership, professional corporation, agency of government, or any other entity.

(b) Fraudulent insurance act. No person shall, with intent to defraud.:

(1) present or cause to be presented a claim for payment or benefit, pursuant to any

insurance policy, that contains false representations as to any material fact or which conceals a

material fact; or

(2) present or cause to be presented any information which contains false representations

as to any material fact or which conceals a material fact concerning the solicitation for sale of

any insurance policy or purported insurance policy, an application for certificate of authority, or

the financial condition of any insurer.

(c) Penalties. A person who violates subsection (b) of this section shall:

(1) if the benefit wrongfully obtained or the loss suffered by any person as a result of the

violation has a value of less than $900.00, be imprisoned for not more than six months or fined

not more than $5,000.00, or both; or

(2) if the benefit wrongfully obtained or the loss suffered by any person as a result of the

violation has a value of more than $900.00, be imprisoned for not more than five years or fined

not more than $10,000.00, or both; or

(3) for a second or subsequent offense, regardless of the value of the benefit wrongfully

obtained, be imprisoned not more than five years or fined not more than $20,000.00, or both.
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(d) Administrative action. Upon the conviction of a practitioner for a violation of subsection

(b) of this section, the prosecutor shall inform the appropriate licensing authority. Any victim

may notify the appropriate licensing authorities in this state and any other jurisdiction in which

the practitioner is licensed of the conviction.

(e) This section shall not be construed to limit or restrict prosecution under any other

applicable law.

(f) _Immunity. No insurer or insurance professional acting in good faith and furnishing or

disclosing information to the appropriate law enforcement official shall be subject to civil

liability for libel, slander, or any other cause of action arising from the furnishing or disclosing

of such information, except if the information is furnished solely to obtain an advantage in

connection with a claim that will be, is being, or has been filed.

!

(g) This section shall not apply to workers' compensation fraud. Cases involving workers

compensation fraud shall be prosecuted under section 2024 of this title.

(h) The public policy of this state is that the standards of this section shall not apply or be

introduced _into evidence in_any civil or administrative proceeding, whether to argue public

policy, materiality, or for any other purpose.

Sec. 2. 8 V.S.A. chapter 130 is added to read.:

CHAPTER 130. INSURANCE FRAUD

§ 4750. INSURER ANTI-FRAUD PLANS

(a) Every insurer with direct written premiums shall prepare, implement, and maintain an

insurance_anti-fraud plan. Each insurer’s anti-fraud plan shall outline specific procedures,

appropriate to the type of insurance the insurer writes in this state, to:

(1) Prevent, detect, and investigate all forms of insurance fraud, including fraud involving

the insurer’s employees or agents; fraud resulting from misrepresentations in the application,

renewal, or rating of insurance policies; claims fraud; and security of the insurer’s data

processing systems.

(2) Educate appropriate emplovees on fraud detection and the insurer’s anti-fraud plan.

(3) Provide for the hiring of or contracting for fraud investigators.
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(4) Report insurance fraud to appropriate law enforcement and regulatory authorities in

the investigation and prosecution of insurance fraud.

(5) Where appropriate, pursue restitution for financial loss caused by insurance fraud.

(6) Ensure that applicable state and federal privacy laws are complied with and that the

confidential personal and financial information of consumers and insureds is protected.

(7) Comply with such other procedures as the commissioner may require by rule.

(b) The commissioner may require an insurer to file annually its anti-fraud plan with the

department and an annual summary of the insurer’s anti-fraud activities and results.

(c) This section confers no private rights of action. This section does not affect private rights

of action conferred under other laws or court decisions.

(d) Enforcement. Notwithstanding any other provision of this title, the following are the

exclusive monetary penalties for violation of this section. Insurers that fail to prepare,

implement, maintain, or submit to the department of banking, insurance, securities, and health

care administration an insurance anti-fraud plan are subject to a penalty of $500.00 per day, not

to exceed $10,000.00.

Sec. 3. 1 V.S.A. § 317(c)(36) is added to read:

(36) anti-fraud plans and summaries submitted by insurers to the department of banking,

insurance, securities, and health care administration for the purposes of complying with 8 V.S.A.
$ 4750.

Sec. 4. EFFECTIVE DATE

This act shall take effect July 1, 2006, except for Sec. 2, which shall take effect January 1,

2007.
ATTESTED TO: Sor %'—\gggémﬁ

\ T~ BRIANE DUBIE

| Q/Zp Z,/L | ;&2’ PRESIDENT OF THE SENATE

M%i&eﬁ o W 2
res
spresentatives Jg/ /Oé
s WOR I ﬁate_’
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S el IS ele==POST s (1dded to read:

§ 2031. INSURANCE FRAUD

(a) Definitions. As used in this section:

(1) “Conceal” means to take affirmative action to puévent others from discovering

information. Mere failure to disclose information does not cefistitute concealment. Action by the

holder of a legal privilege or one who has a reasonablel elief that a privilege exists to prevent

discovery of privileged information does not constitutedoncealment.

(2) “Insurance policy” has the same meanige as in 8 V.S.A. § 4722(3).

(3) “Insurance premium finance compafly” has the same meaning as in 8 V.S.A. § 7001,

(4)

prdance, calculating insurance pre B it m, negotiating or
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the benefits thereof or therefrom.

(7) “Insurer” has the same meaning as in 8 V.S.A. § 4901(2).

orated association,

(8) “Person’” means a natural person, company, corporation, unincos

otherwise, and deductible pavments, whethéy

&

ured or otherwise; any self-insured retention or payments,

4

insured or otherwise; and any colldteral or security to be provided to collateralize obligations to

make payments listed in this subdivision.
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or premilimeRaduce [ransgclion, any. lufernationwhich contains false representations as to ga

— & Lzt el S AR e

material fact or which withholds or conceals a material fact concerning any of the follovgifs.:

(A) The application for, rating of, or renewal of any insurance policy.

(B) A claim for payment or benefit pursuant to any insurance polic

(C) Payments made in accordance with the terms of any insurg ce policy.

(D) The application used in any insurance premium finan€e transaction.

(2) Present, cause to be presented, or prepare r nowledge or belief that it will be

presented to or by an insurer, insurance professional, or g@n insurance premium finance company in

connection with an insurance transaction or premiuinance transaction, any information which

contains false representations as to any material : or which withholds or conceals a material fact

concerning any of the following:

(A) The solicitation for sale of any insurance policy or purported insurance policy.

(B) An application for certificd te of authority.

(C) The financial conditiod of any insurer.

(D) The acquisition, formation, merger, affiliation, or dissolution of any insurer.

or renewal insurance risks by or for an insolvent insurer.

(3) Solicit or accept neh

ets or records of assets, transactions, and affairs or such material part

(4) Remove the ass

thereof from the honde office or other place of business of the insurer or from the place of

or an applicant for insurance in connection with.:

& (A) an insurance transaction;

(B) the conduct of business activities by an insurer or insurance professional;

B/ .v1




(¢) Penalties. A person who violates subsection (b) of this section shall:

(1) if the benefit wrongfully obtained or the loss suffered by any perso#f as a result of the

violation has a value of less than $500.00, be imprisoned for not more tha# two vears or fined not

more than $5,000.00, or both; or

(2) if the benefit wrongfully obtained or the loss sufferedsby any person as a result of the

violation has a value of more than $500.00, be imprisoned foghot more than five vears or fined not

more than $10,000.00, or both; or

lless of the value of the benefit wrongfully

(3) for a second or subsequent offense, regaq

obtained, be imprisoned not more than five years gf fined not more than $20,000.00, or both.

(d) Administrative action. Upon the convidtion of a practitioner for a violation of subsection (b)

the office of professional regulation, the department of

of this section, the court clerk shall infor

health, and the department of banking #nsurance, securities, and health care administration of the

conviction. The office of professionfil regulation, the department of health, and the department of

banking, insurance, securities, aftd health care administration shall then forward a notice of the

conviction to the licensing thorities in _every state. Any victim may notify the appropriate

licensing authorities in this gtate and any other jurisdiction in which the practitioner is licensed of

the conviction.

(e) Civil remedies

(1) A persol damaged as a result of a violation of subsection (b) of this section may bring a

civil action ag

st the violator for damages and such other relief as the court deems appropriate.

include:

Return of any profit, benefit, compensation, or payment received by the violator

ev’s fees and court costs.
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take such other actions, including the acceptance of satisfactory performance Bonds, as it shall

deem proper.

(f) _Cooperation. _Any insurer or insurance professional that Jlis reasonable belief that

insurance fraud will be, is being, or has been committed shall furnigh and disclose any information

in its possession concerning such act to the appropriate lawdenforcement official or authority,

subject to any legal privilege protecting such_information. #&

(g) Immunity. No insurer or_insurance professiog 1l acting in good faith and furnishing or

disclosing information to the appropriate law enforgément official shall be subject to civil liability

for libel, slander, or any other cause of action drising from the furnishing or disclosing of such
’ 4

information. This section does not abrogatedr modify in any way any common law or statutory

privilege or immunity heretofore enjoyed person.
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an _dappiican insurance

benefits.”

(b) The lack of a statement required in subsection (a) of thi

gection does not constitute a

defense in _any criminal prosecution under 13 V.S.A. § 203#nor in _any civil action referenced

therein.

(c) The warning required by this subsectiofi shall not be required on forms relating to

reinsurance.

Sec. 3. 1 V.S.A. § 317(c)(36) is addedyb N}

(36) anti-fraud plans andSummaries submitted by insurers to the department of banking,

insurance, securities, and #alth care administration for the purposes of complying with 8 V.S.A. §
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BILL AS INTRODUCED H.150
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Aprivilege exists to prevent discovery of privileg

information does not constitute concealment.

(3) “Insurance policy” has the same meaning as in 8 V.S4. § 4722(3).

(4) “Insurance premium finance company’’ has the sagine meaning as in

8 V.S.A. §7001.

means a transaction by,

&

(5) “Insurance premium finance transaction’;

ther party claiming to act on

between, or among an insured, a producer, or

behalf of an insured and a third party insuzdhce premium finance company for
&

dvancing money directly or indirectly

the purposes of purportedly or actually
2

2

, g"' . .
to an insurer or producer at the re@f est of an insured pursuant to the terms of

iy

an insurance premium financelagreement, wherein the insured has assigned the

d dividends, or loan payments as security for such

unearned premiums, accrug

advancement in paymef

include the ﬁnanc;llz of insurance premiums purchased in connecticn with the

financing of goods and services.

“Insurance transaction” means a transaction by, between, or among:

(A) an insurer or a person who acts on behalf of an insurer; and

(B) an insured, claimant, applicant for insurance, public adjuster,

rance professional, practitione

1§ 0 e '{'g"‘}.‘»; L AL

e S o
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calculating insurance premiums, submitting a claim, negotiating or adj@sting a

‘claim, or otherwise obtaining insurance, self-insurance, or reinsusénce or

obtaining the benefits thereof or therefrom.

(8) “Insurer’ has the same meaning as in 8 V.S.AL § 4901(2).

(9) “Person” means a natural person, compaay, corporation,

unincorporated association, partnership, profesgional corporation, agency of

government, or any other entity.

&
&

. of this state authorized to practice

(10) “Practitioner” means a licensg

. e :‘ . .
medicine and surgery, psychology, chiropractic, or law, or any other licensee

7 A
¢ licensed in the state whose services are

of the state or person required to b

&

compensated either in whole oﬁ part, directly or indirectly, by insurance

proceeds, including but not iﬁ}fhited to automotive repair shops, building

VT LEG 182631.v1
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purposes of subdivision (b)(3) of this section, with a degree of awareness

of probable insolvency.

(13) “Withhold” means to fail to discloseffacts or information which any:

.

08

law (other than this act) requires to be disclo§ed. Mere failure to disclose

(b) Fraudulent insurance act. : person shall, with intent to defraud and

4

for the purpose of depriving a :her of property or obtaining pecuniary gain:

s,
e

(1) Present, cause to o presented, or prepare with knowledge or belief

that it will be presented, by or on behalf of an insured, claimant, or applicant to

an insurer, insurance professional, or insurance premium finance company in

connection with a " nsurance transaction or premium finance transaction, any

information which contains false representations as to any material fact or

which withi folds or conceals a material fact concerning any of the following:

4 (A) The application for, rating of, or renewal of any insurance policy.

(B) A claim for it pursuant to any insurancespoli
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insurance premium finance company in connecti 1 with an insurance

information which contains

&
&

f or which withholds or conceals a

Cl

false representations as to any material f;

material fact concerning any of the fodlowing:

ale of anv insurance policy or purported

(A) The solicitation for

insurance policy.

g
o

al condition of any insurer.
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health care administration.

insured, a claimant or an applicant for insurance in connection witth:

(A) an insurance transaction;

Irer or insurance

S1I

(B) the conduct of business activities by an in

professional;

iliation, or dissolution of

(C) the acquisition, formation, merger, a

any insurer. y 4

F 4

(c) Penalties. A person who violates ggsection (b) of this section shall:

" 4

(1) if the benefit wrongfully obt _f/'ﬂ'ed or the loss suffered by any person

as a result of the violation has a Valgg of less than $500.00, be imprisoned for

&

not more than two years or ﬁhed@-‘f'%ot more than $5,000.00 or both; or

(2) if the benefit wrong ully obtained or the loss suffered by any person
4
as a result of the Violatiog;%as a value of more than $500.00, be imprisoned for

not more than five Veﬁ; or fined not more than $10,000.QO or both; or

(3) fora &@?ﬁd or subsequent offense, regardless of the value of the

Ay

' 4
benefit wron g’iy obtained, be imprisoned not more than five years or fined
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the practitioner is licensed, of the conviction.

(e) Civil remedies. ¥ 4

(1) A person damaged as a result of %ﬁblation of subsection (b) of this
'
section may bring a civil action against thie violator for damages and such other
7 4

§

relief as the court deems appropriate;however, an action maintained under this
2

subsection may neither be certified as a class action nor be made part of a class
. 4

. action. The relief may includg;;:?f :

(A) Return of any'profit, benefit, compensation, or payment received

by the violator directly ésulting from said violation.

P
&

(B) Reaso‘nﬁble attorney’s fees and related legal expenses, including

;f

internal legal exp@%ses and court costs, not to exceed $5,000.00.

(2) Theﬂ};tomev general or state’s attorney shall have authority to

maintain civil proceedings on behalf of the department of banking, insurance,

,B’:.a L &
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acceptance of satisfactory performance bonds, as it shall deem prope

nbsection or

(3) An insurer shall not pay damages awarded under this,

provide a defense or money for a defense on behalf of an i

jsured under a

contract of insurance or indemnification. A third ho has asserted a

jon under this section

claim against an insured shall have no cause of acti

against the insurer of the insured arising out %ﬁfle insurer’s processing or

settlement of the third party’s claim. An g_b‘{gee under a surety bond shall not -

have a cause of action under this sectigﬂgagainst the surety arising out of the

&

surety’s processing or settlement Oﬁﬁhe obligee’s claim against the bond.

&
&F

(f) Cooperation. Any insurer or insurance professional that has reasonable

belief that insurance fraud w. ] be, is being, or has been committed shall

furnish and disclose any information in its possession concerning such act to

the appropriate law g%fbrcement official or authority, subject to any legal

privilege protecting such information.
F 4

Ky

4

P

itv. In the absence of actual malice, no person furnishing,

disclosing, oﬁrequesting information pursuant to the appropriate law

Y
g

enfqrcemgﬁt official shall be subject to civil liability for libel, slander, or any

i

& )
other cause of action a}rising from the furnishing, disclosing, or requesting of

- 3

4

u_"information. No person providing information pursuant to this section

eatise of action

ar.

T e e

sing from th:
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'shall be entitled to recover reasonable attorney’s fees and costs ﬁ the person

or party who brought the action. This section does not abrog or modify in

any way any common law or statutory privilege or heretofore

enjovyed by any person.

Sec. 2. 8 V.S.A. chapter 130 is added to read: 4

Y,
CHAPTER 130. ]I\ISU;RQ%CE FRAUD

¥ 4
§ 4750. INSURER ANTI-FRAUD PLéN S

(a) Every insurer with direct writ n premiums shall prepare, implement.

maintain, and submit to the comgﬁsioner an insurance anti-fraud plan. Each
insurer’s anti-fraud plan shall;éutline specific procedures, appropriate to the

type of insurance the insurer writes in this state, to:

i#
¥

(1) Prevent, detcgé{, and investigate all forms of insurance fraud,

including fraud invg}@ing the insurer’s employees or agents; fraud resulting

#
i

& . 3 . . . .
from misreprese@atlons in the application, renewal, or rating of insurance

policies; clam%&é fraud; and security of the insurer’s data processing systems.

(2) ducate appropriate emplovees on fraud detection and the insurer’s

anti-fral.;gi plan.

{3) Provide for the hiring of or contracting for fraud investigators.

TR R Rm T g o SR TR
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insurance fraud.

(b) The commissioner may review each insur

’s anti-fraud plan to

determine if it complies with the requireme%@%f this subdivision. The

commissioner shall also determine the inﬁ?er’s compliance with its submitted

¥y

V.

anti-fraud plan. The commissioner m_ﬁ' require reasonable modification of the

QL,

insurer’s anti-fraud plan or may regfnre other reasonable remedial action if the
&

F 4

review or examination reveals sﬁbstantial noncompliance with the terms of an

insurer’s plan.

(c) The commissionermay require each insurer to file a summary of the

insurer’s anti-fraud &ﬁbities and results. The anti-fraud plans and the

summary of the insﬁ;f}er’s anti-fraud activities and results are not public records

&
%

and shall be p@i’iietarv and not subiject to public examination and shall not be

dlscoverable?@r admissible in civil litigation.

¥
pr

§ 475 I%RAUD WARNINGS

d) ThiS section confers no private rights of action.
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=2

information to an insurance company for the defrauding the

company. Penalties include imprisonment, fin€s, and denial of insurance

bevnefits.”

(b) The lack of a statement req%@% in subsection (a) of this section does
;gf

not constitute a defense in any ﬁminal prosecution under 13 V.S.A. § 2029

nor in any civil action referénced therein.

e

(c) The warnin; ‘ﬁired by this subsection shall not be required on forms

relating to reinsugance.

A§ 4
(d) Enf(}é{nent. Notwithstanding any other provision of this title, the

anti-fraud plan are subject to a penalty of $500.00 per day, not to exceed

$10,000.00.
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